
COMMONWEALTH OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COMMISSION 

* * * * *  

In t h e  Matter of 

APPLICATION OF MOUNTAIN 1 

INCREASE 1 
UTILITXES, I N C .  FOR RATE ) CASE NO. 7699 

O R D E R  

On J a n u a r y  10, 1980, Mountain U t i l i t i e s ,  I n c .  ( A p p l i c a n t )  

f i l e d  a n  A p p l i c a t i o n  p r o p o s i n g  t o  a d j u s t  rates c h a r g e d  t o  its 

n a t u r a l  gas customers in S t a f f o r d s v i l l e ,  W i t t e n s v l l l e ,  Nippa and 

adjacent areas i n  Johnson County,  Kentucky. The p roposed  ra tes  

would increase A p p l i c a n t ' s  a n n u a l  r evenues  by a p p r o x i m a t e l y  

$40,000 or 30.5%. 

The Commission, in order t o  determine t h e  reasonableness 

of t h e  proposed  rates, set a p u b l i c  h e a r i n g  f o r  March 31, 1980. 

N o t i c e  of  s u c h  h e a r i n g  w a s  made by t h e  A p p l i c a n t  i n  manners  

p r e s c r i b e d  by Kentucky l a w  and t h e  r u l e s  and r e g u l a t i o n s  of t h i s  

Commission, The h e a r i n g  w a s  h e l d  as s c h e d u l e d  w i t h  t h e  A t t o r n e y  

G e n e r a l ' s  Department  of Consumer I n t e r v e n t i o n  b e i n g  t h e  sole  

i n t e r v e n o r .  A t  t h e  c o n c l u s i o n  of t h e  h e a r i n g  and f o l l o w i n g  

response t o  all r e q u e s t s  f o r  a d d i t i o n a l  i n f o r m a t i o n ,  t h e  m a t t e r  

was s u b m i t t e d  t o  t h e  Commission f o r  f i n a l  d e t e r m i n a t i o n .  

TEST PERIOD 

I n  o r d e r  t o  tes t  t h e  r e a s o n a b l e n e s s  of the ra tes  p roposed  

h e r e i n  t h e  Commission a c c e p t s  the A p p l i c a n t ' s  p roposed  test year, 

t h e  twe lve  months e n d i n g  October 31, 1979. 

VALUATION METHODS 

N e t  Inves tment  

The Commission f i n d s ,  from t h e  r e c o ? d ,  A p p l i c a n t ' s  N e t  

Investment  i n  p r o p e r t y  devo ted  t o  pub l i c  service as of O c t o b e r  31, 



I 1979, t o  be as f o l l o w s :  

P l a n t  i n  S e r v i c e  $128,067, 
Cash  Working C a p i t a l  

S u b - t o t a l  
6 ,  2361 

$134,303 
L e s s  : 
Accumulated D e p r e c i a t i o n  $ 64,791 

N e t  I n v e s t m e n t  $ 69,512 

C a p i t a l  S t r u c t u r e  

The Commission has d e t e r m i n e d  t h e  A p p l i c a n t ' s  cap i ta l  

s t r u c t u r e  a t  t h e  e n d  of t h e  test p e r i o d  t o  be: 

Long Term D e b t  
Common E q u i t y  

$18,900 
31,576 

Tota l  C a p i t a l  $50,476 

N o  other methods of v a l u a t i o n  w e r e  i n c l u d e d  i n  t h e  e v i d e n c e  

of record. However, t h e  Commission h a s  g i v e n  due c o n s i d e r a t i o n  t o  

a l l  e l e m e n t s  of v a l u e  i n  o r d e r  t o  determine t h e  reasonableness of 

the m a t t e r  h e r e i n .  

REVENUES AND EXPENSES 

A p p l i c a n t  p roposed  s e v e r a l  a d j u s t m e n t s  t o  i t s  income 

s t a t e m e n t  as r e f l e c t e d  i n  i ts E x h i b i t  L. A f t e r  due  c o n s i d e r a t i o n ,  

t h e  Commission h a s  accepted f o u r  of t h e  proposed a d j u s t m e n t s  

n o r m a l i z i n g  i n c r e a s e s  i n  w a g e s ,  d i r ec to r ' s  fees, pay ro l l  t a x e s  

and i n t e r e s t .  

The Commission made t w o  f u r t h e r  a d j u s t m e n t s  t o  Mountain 

U t i l i t i e s  Income s t a t e m e n t .  The f i r s t  a d j u s t m e n t  i n c r e a s e d  

r e v e n u e s  $11, 0102 t o  reflect t h e  a c t u a l  tes t  y e a r  r e v e n u e s  t h a t  

would have  o c c u r r e d  i f  t h e  rates e x i s t i n g  a t  t h e  end  of t h e  test 

period had b e e n  i n  effect  t h r o u g h o u t  t h e  tes t  period. The second  

a d j u s t m e n t  r e c a l c u l a t e s  A p p l i c a n t ' s  p roposed  a d j u s t m e n t  t o  

p u r c h a s e  g a s  expense  t o  reflect  a 5% l i n e  l o s s  factor i n  accor- 

dance w i t h  Commission policy. The a c t u a l  l e v e l  of line loss 

I n c l u d e d  by t h e  company w a R  2546. ThlR reRulLR in a r e d u c t i o n  of 

$9,731 i n  pu rchased  gas expense .  

'One-eighth (1/8) of a d j u s t e d  operat ing a n d  ma in tenance  e x p e n s e s  
less p u r c h a s e d  gas. 

'Applicant ' s E x h i b i t  K. 



We f i n d  t h e  r e m a i n i n g  a d j u s t m e n t s  p roposed  by t h e  A p p l i c a n t  

in E x h i b i t  L t o  be improper  and  reject  them f o r  r a t e m a k i n g  purposes. 

These adjustments represent estimated values  a n d ,  as s u c h ,  are 

n o t  measu rab le  and  A p p l i c a n t  f a i l e d  t o  p r e s e n t  s u f f i c i e n t  j u s t i f i -  

c a t i o n  t o  s u b s t a n t i a t e  these a d j u s t m e n t s .  

Therefore, tes t -year  operat ions have  been a d j u s t e d  as 

follows : 

Pro Forma 
Actua l  A d  j ustmen t s Adjusted 

O p e r a t i n g  Revenue $131 401 $11 J 010 $142,411 
1 3 4  331 -s,oeo O p e r a t i n g  Expense  141 037 

O p e r a t i n g  Income $1 H) 
SUMMARY 

The Commission, af ter  consideration of a l l  t h e  e v i d e n c e  

of record a n d  b e i n g  advised, is O S  t h e  o p i n i o n  a n d  FINDS: 

That  t h e  a d j u s t e d  ra te  of r e t u r n  on  A p p l i c a n t ' s  N e t  

I n v e s t m e n t  is approximately 11.6%.' 

That  t h i s  is a f a i r ,  j u s t  and  r e a s o n a b l e  r e t u r n  i n  t h a t  i t  

allows A p p l i c a n t  t o  pay its o p e r a t i n g  e x p e n s e s  and  s e r v i c e  its 

debt .  

T h a t  t h e  A p p l i c a n t  s h o u l d  take appropriate steps t o  r e d u c e  

its l i n e  loss from 25% to t h e  m a x i m u m  l e v e l  of 5%. 

T h a t  t h e  cu r ren t  rates c h a r g e d  by t h e  A p p l i c a n t  are fair, 

j u s t  and r e a s o n a b l e  i n  t h a t  t h e y  p roduce  a n n u a l  r e v e n u e s  s u f f i -  

c i e n t  t o  meet operating e x p e n s e s  and  debt service r e q u i r e m e n t s .  

That  t h e  rates p roposed  by t h e  A p p l i c a n t  are u n f a i r ,  

u n j u s t  and  u n r e a s o n a b l e  i n  t h a t  t h e y  p r o d u c e  a n n u a l  r e v e n u e s  i n  

excess of those found r e a s o n a b l e  h e r e i n  and  should be d e n i e d .  

That  a l l  p u r c h a s e d  gas a d j u s t m e n t s  approved  by t h e  

Commission s u b s e q u e n t  t o  t h e  e n d  of t h e  test period have been  

i n c l u d e d  i n  t h e  gas service rates set o u t  i n  Appendix "A". 

I T  IS THEREFORE ORDERED, t h a t  t h e  rates sought by Mountain 

Utilities, Inc., in t h i s  C a s e  be a n d  t h e  same are h e r e b y  d e n i e d .  

I T  IS PUR'I'HER ORDERED, t h a t  Mountain U t i l i t i e s ,  I n c . ,  

3$S,080 + $69,512 = .116 



. 
f i l e  with t h i s  Commission within thirty (30) days from the date 

of t h i s  Order its revised t a r i f f  s h e e t s  s e t t i n g  out t h e  rates 

approved h e r e i n .  

Done at Frankfort, Kentucky, t h i s  the 16th day of July, 

1980. 

ENERGY RRULATORY COMMISSION 

ATTEST: 

Secretary 



APPENDIX "A" 

APPENDIX TO AN ORDER OF THE ENERGY REGULATORY 
COMMISSION IN CASE NO. 7699 DATED JULY 16, 1980 

The following rates are prescribed fo r  the customers In 

the area served by Mountain Utilities, Inc. All other rates 

and charges not specifically mentioned herein shall remain the 

same as those in effect under authority of the Commission prior 

to the date of this Order. 

RATES : Monthly 

First 2 MCF $2.9243 per MCF 

Next 48 MCF 2.4149 per MCF 

All over 50 MCF 2.2949 per MCF 

The minimum monthly bill shall be $3.64 when less than 

2 MCF is used. 


